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The Annual Meeting of 
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Calgary, Alberta at 10:00 a.m. local 
time on Thursday, April 2nd, 1981. 
Notice of meeting, information 
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mailed to each Shareholder with this 
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In April, each year, PanCanadian 
Petroleum Limited publishes a 
supplementary report entitled 
“Financial and Operating 
Information.”’ The report contains 
more detailed information than is 
possible to include in the Annual 
Report, and is mainly provided for 
the use of security analysts. Any 
shareholder requiring a copy may 
obtain one by directing a request to 
the Coordinator — Budgetary 
Control & Statistics. 
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COMMEMORATION 


The cover depicts the drilling of Alberta’s first natural gas 
discovery well, CPR Langevin No. 1 3-29-15-10 W4. The well 
was drilled by the Canadian Pacific Railway Company to locate 
water at Langevin siding, approximately 35 miles west of 
Medicine Hat. In early December of 1883, it discovered natural 
gas and on January 4th, 1884, the gas ignited destroying the 
drilling rig. During 1884, a second well was drilled eight feet 
west of the discovery. This well, CPR Langevin No. 2, became 
Alberta’s first producing gas well and it supplied gas to Railway 
buildings at the siding for some 50 years. 


PanCanadian Petroleum Limited erected a memorial cairn 
at the site, now known as Alderson siding, on the occasion of 
the centennial (1881-1981) of Canadian Pacific Limited. 
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TO THE SHAREHOLDERS 


ast year witnessed the dis- 

ruption of oil flows by 

events in Iran. This was ac- 

companied by another very 
large increase in world oil prices, 
putting Canadian prices even further 
below international levels than they 
were at the beginning of the year. 
World oil supply and demand had 
been precariously balanced, owing 
to both conservation and recession, 
when the Iraqi-Iranian war reem- 
phasized the uncertainty of oil flow 
out of an unstable Middle East. 
More importantly, it is clear that the 
world faces tight oil supplies over the 
years ahead even though this will be 
accompanied by short periods of 
apparent surplus. Diminishing world 
oil reserves will inevitably appreciate 
in value and hard-to-discover new 
fields will incur progressively higher 
replacement costs. For the foresee- 
able future, the flow of oil may be 
uncertain but rising world prices of 
oil and natural gas are not. 


In Canada, there was little discern- 
ible impact from the tightening world 
oil supplies although it was not pos- 
sible to avoid higher prices for im- 
ported oil. The price of domestically 
produced oil was allowed to increase 
by $3.00 a barrel at the wellhead. 
Primarily because of higher prices 
for both oil and natural gas, Pan- 
Canadian had a successful year in 
1980. Net income increased 46% to 
$241.4 million from $165.8 million, 
or $7.73 and $5.31 a share, respec- 
tively. Funds generated from opera- 
tions were $367.3 million or $11.76 
a share. This is 37% more than 


1979 cash flow, which was $268.1 
million or $8.59 a share. Investment 
in capital programs continued at a 
high level with expenditures increas- 
ing from $215.2 million in 1979 to 
$270.0 million in 1980. Exploration 
expenditures were a record $184.7 
million in 1980 compared with 
$155.3 million in 1979. Expendi- 
tures on development programs 
were $85.3 million, a 42% increase 
over 1979 expenditures of $59.9 
million. 


Sales volumes were virtually un- 
changed from last year with crude 
oil and natural gas liquids declining 
one percent. Lower production of 
conventional crude oil and reduced 
sales of natural gas liquids from Em- 
press were partially offset by in- 
creased production from Syncrude. 
Sales of natural gas were 281.4 mill- 
ion cubic feet a day, 3% lower than 
sales of 289.9 million cubic feet a 
day in 1979. This occurred because 
of reduced exports to the United 
States and because, for the first time 
in many years, domestic market 
consumption declined. 


The market outlook for crude oil 
and natural gas liquids in 1981 is 
favorable for PanCanadian. Your 
Company has been able to increase 
its domestic market volumes relative 
to exports, and as a result it expects 
to be able to maintain sales of crude 
oil and natural gas liquids in the 
coming year. ~ 


Demand for Canadian natural gas in 
the United States will remain soft in 
1981 if the prevailing price differen- 
tial remains. Generally, increased 
energy prices will continue to en- 
courage conservation practices in 
both Canada and the United States 
and this will reduce market growth. 


In the longer term, hearings cur- 
rently being conducted before the 
National Energy Board will hopefully 
identify large volumes of gas as 
surplus to Canadian requirements. 
Additional marketing opportunities 
should then arise as United States 
market disruptions disappear. 
Domestically, activity is proceeding 
towards regulatory approval of the 
federal government’s desire to have 
a natural gas pipeline constructed in 
the eastern provinces. It continues to 
be your Company’s position that the 
project not be solely reliant on price 
concessions but, to the extent that 
such concessions are required to 
enhance the project, they should be 
equitably divided between the pro- 
ducing industry and the transmission 
sector. 


Domestic and export market condi- 
tions in recent years, coupled with 
large reserves additions over the 
same period, have resulted in sub- 
stantial unconnected shut-in gas re- 
serves. Of these, contracted reserves 
have a production capability of 50 
million cubic feet a day, while non- 
contracted reserves have a capability 
of 10 million cubic feet a day. Your 
Company will vigorously pursue 
marketing opportunities for this 
shut-in capability in 1981. 


PanCanadian will continue to be an 
aggressive explorer where it per- 
ceives an incentive to do so and 
where the financial reward is com- 
mensurate with the risk. An active 
interest will be directed to ongoing 


exploration in Western Canada, 
especially Alberta. Your Company 
firmly believes that this is Canada’s 
most promising area of energy re- 
serves development potential in the 
near future. Offshore Eastern 
Canada, PanCanadian has earned 
an interest in a two million acre 
permit and it has an opportunity to 
earn an interest in another permit of 
1.6 million acres. In addition, your 
Company is involved in Arctic exp- 
loration through Panarctic Oils Ltd. 
Internationally, an exploration prog- 
ram is ongoing in selected areas of 
interest including the United States, 
the United Kingdom and _ the 
People’s Republic of China. 


To achieve continuing success in the 
development of Canada’s energy re- 
sources, a number of prerequisites 
must exist, including profit incentive, 
price encouragement, business con- 
fidence and stability’ in inter- 
governmental relations. These are 
necessary for the attainment of 
Canadian energy self-sufficiency 
which is a vital cornerstone for a na- 
tional energy policy. On October 28, 
1980 the government of Canada 
published “‘The National Energy 
Program’, the stated objectives of 
which are: 
1. to achieve energy independence 
for Canada, 
2. to increase the federal govern- 
ment’s share of the benefits ob- 
tained from energy resources, 


3. to increase Canadian ownership 
and control in the energy sector, 
and 

4. to increase the security of 
energy supply by 1990. 

These are worthy objectives and 

PanCanadian supports them. How- 

ever, the methods chosen may not 
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lead to their attainment. For in- 
stance, energy independence will 
cost money simply because it will be 
necessary to maintain and even in- 
crease an active exploration level. 
Funds required for high-risk explora- 
tion should come from equity financ- 
ing or industry cash flows because 
debt financing is neither prudent nor 
appropriate. The amount of cash 
flow available will be reduced by the 
new taxes proposed under the Prog- 
ram to the extent that new taxes are 
not offset by government cash 
grants. 


The domestic prices for crude oil 
and natural gas, and the staged in- 
creases as proposed in the Program 
embrace too many categories. The 
planned increases are too modest in 
the early years and too uncertain in 
later years. Canadians must accept 
substantially higher domestic prices 
for oil and natural gas in order to 
achieve a balance in energy bet- 
ween supply and demand. The re- 
venue taxes proposed in the Prog- 
ram should be redesigned so that 
the impact on the industry is less se- 
vere. Appropriate taxation of net in- 
come is, in the Company’s opinion, 
a more desirable means of dealing 
with any excessively high oil industry 
profits resulting from higher prices. 


The Program also included a system 
of Petroleum Incentive Payments 
which will be related to a company’s 
Canadian Ownership Rate. These 
incentive grants will offset, to a de- 
gree, the negative impact caused by 
the elimination of certain income tax 
incentives although, in general, the 
National Energy Program will have 
an adverse impact on the Com- 
pany’s cash flow and net income. 


Your Company will be eligible for 
grants obtainable under the Prog- 
ram, but until the final rules relating 
to the measurement of Canadian 
Ownership Rates are announced, 
the level of such grants cannot be 
determined. 


PanCanadian recognizes the second 
objective, namely to increase the 
federal government’s share of be- 
nefits derived from oil and gas pro- 
duction. Nonetheless, to the extent 
that it is achieved at the industry’s 
expense it will reduce the internally 
generated funds available for ongo- 
ing exploration and development. 
Further, because the division of be- 
nefits between the two levels of gov- 
ernment and industry has not been 
firmly resolved, there is a cloud of 
uncertainty pervading all industry ac- 
tivities. The two levels of govern- 
ment must resolve the issue of divi- 
sion of benefits as soon as possible, 
and reach agreement on a firm 
energy policy with a consistent, 
reasonable and fair energy price 
structure. 


The objective to increase Canadian 
ownership and control is commend- 
able. The methods for its attainment 
are currently being defined through 
dialogue between industry and the 
federal government. Significant ad- 
vances toward Canadian ownership 
have already been made over the 
past few years and this should be 
further encouraged by providing 
Canadian individuals and corpora- 
tions with incentives to invest in such 
companies. Your Company believes 
that the policy objective of increased 
Canadianization, in order to be 
compatible with active exploration, 
must occur over a reasonable time- 
frame. 


The final objective of the Program, 
that of increasing the security of 
energy supply, is interwoven with 
the other objectives. It will, nonethe- 
less, be achieved only by increasing 
Canada’s inventory of domestic oil 
and gas reserves, thereby improving 
our energy supply security. 


In April, 1980, Mr. John M. Taylor 
retired after 25 years of invaluable 
service with PanCanadian and pre- 
decessor companies. He was Presi- 
dent of the Company and a member 
of the Board of Directors since 
1969. Mr. Bartlett B. Rombough be- 
came President and a member of 
the Board of Directors. Also in 1980, 
Mr. C. Barrie Clark became Vice 
President of Administration and As- 
sistant Secretary. Corporate head- 
quarters for the United States ac- 
tivities were relocated to Denver, 
Colorado and Mr. Donald R. Reeves 
was appointed Vice President of 
Exploration for PanCanadian Pet- 
roleum Company. 


Once again we express appreciation 
to our employees who, through their 
continued competence and dedica- 
tion, have enabled the Company to 
enjoy another successful year. 


Robert W. Campbell 
Chairman of the Board and 
Chief Executive Officer 


Bartlett B. Rombough 
President 


Calgary, Alberta 
February 27, 1981 


EXPLORATION 


anCanadian Petroleum con- 

tinues to have one of 

the most active explora- 

tion programs in Western 
Canada. During 1980, industry dril- 
ling activities reached record levels 
and PanCanadian had an interest in 
1394 wells drilled in the western 
provinces. This total represents 15% 
of all wells drilled by industry and 
includes 531 exploratory and 863 
development wells. The Company’s 
exploratory drilling program resulted 
in 133 oil wells and 252 gas wells, a 
success rate of 73%. This ex- 
ploratory drilling resulted in esti- 
mated additions to the Company’s 
proven reserves, before royalty, of 
3.7 million barrels of crude oil and 
natural gas liquids and 222 billion 
cubic feet of natural gas. During 
1980, PanCanadian spent $19.8 
million to add 202 151 gross acres 
to land holdings in Alberta and 
British Columbia. 


Alberta 


In Alberta, where the Company has 
a working interest in 8.3 million 
gross acres, a vigorous program of 
exploratory drilling and seismic was 
pursued in 1980. In central Alberta, 
the Hoadley-Leedale gas field has 
been successfully extended and a 
new oil play is being evaluated at 
the south end of the field. In the Ini- 
gation Block of southern Alberta, 34 
new oil and gas pools were disco- 
vered during the past year. The pro- 
gram will continue, both to establish 
the extent of the discoveries and to 
continue the search for more. The 
developing Alderson West oil pool 
has been extended by PCP Alder- 
son 02-02-16-15 W4M which en- 
countered 75 feet of net pay, the 
thickest to date in the field. Potential 
in this area is encouraging and the 
high level of activity will extend 


through 1981. Oil and gas dis- 
coveries at Morningside suggest in- 
teresting new plays which will be 
further evaluated in 1981. At 
Lindbergh, in northeastern Alberta, 
a new heavy oil field is developing 
that should add significantly to the 
Company’s reserves. In the fall of 
1980, a substantial program of seis- 
mic field acquisition and data purch- 
ases was undertaken throughout 
southern Alberta. Over 7500 miles 
of data was acquired, providing 
coverage over specific plays and the 
framework of a good regional grid. 


In northwestern Alberta in the 
Grande Prairie-Deep Basin area, 
exploration has been maintained at 
a high level. PanCanadian and 
partners drilled a total of 18 wells in 
this area in 1980. This program re- 
sulted in 11 potential oil wells and 
seven potential gas wells. PanCana- 
dian’s land holdings in the area were 
increased by the acquisition of 
61 944 gross acres at Crown sales. 


In the northern Alberta plains, Pan- 
Canadian and partners completed a 
fourth successful well in the Pouce 
Coupe area with two potential gas 
zones and one potential oil zone 
which will be further evaluated in 
1981. In the Tangent area, testing of 
06-32-80-23 W5M yielded a gas 
flow of 3.8 million cubic feet a day 
from one of the five potential zones. 
Further testing and drilling are 
scheduled for 1981. 


British Columbia 

During the past year, drilling in 
northeastern British Columbia re- 
sulted in one oil well and four gas 
wells. Seismic activity continued in 
this area during 1980. Exploration 
programs will continue during 1981 
in the economically favorable areas 
of British Columbia, with interests 


centering around the Klua and 
Kyklo-Junior areas. 


Frontier 

PanCanadian has earned a 7.5% in- 
terest in a two million acre permit 
offshore Labrador by participating in 
the well Aquit et al Hekja O-71, dril- 
led over two drilling seasons at a 
total cost of approximately $52 mil- 
lion. Testing of the well resulted in a 
maximum gas flow of 9.4 million 
cubic feet a day with 106 barrels of 
condensate, and a calculated abso- 
lute open flow of 43 million cubic 
feet a day. Although this well pro- 
vided valuable exploration informa- 
tion and significant recovery of hy- 
drocarbons, it was abandoned as an 
expendable wildcat because its re- 
moteness ‘makes it uneconomical to 
produce at this time. The Company 
now has an option to earn a 7.5% 
interest in an additional 1.6 million 
acres by participating in a second 
well. Because of PetroCanada’s 
back-in rights contained in the Na- 
tional Energy Program and pro- 
posed legislation relating to frontier 
lands, PanCanadian’s 7.5% interest 
in the acreage may be subject to 
change. 


Through Panarctic Oils Ltd., Pan- 
Canadian participated in Whitefish 
G-63, a follow-up to H-63, both of 
which are major gas-condensate dis- 
coveries located offshore western 
Lougheed Island. A further signific- — 
ant gas discovery was made at Char 
G-07 to the south of Ellef Rignes Is- 
land. Drilling programs will continue 
in 19Sile 


United Kingdom — North Sea 

At the Seventh Round Awards in the 
United Kingdom sector of the North 
Sea, PanCanadian and partners ac- 
quired block 29/5b, an industry 
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nomination block requiring a bonus 
payment, of which the Company’s 
25% share was £1.25 million. 
Geophysical evaluations will be car- 
ried out in 1981, followed by 
exploratory drilling. An exploratory 
well originally scheduled for 1980 
on block 13/29, in which the Com- 
pany has a one-third interest, was 
postponed due to rig delay. It is an- 
ticipated that this well will spud late 
mel9sl. 


China 


During 1980, PanCanadian partici- 
pated in group seismic evaluation 
programs in the Yellow Sea and off 
west Hainan Island, of the People’s 
Republic of China. All the seismic 
has been completed and is now 
being interpreted. Blocks of acreage 
in these areas may be offered by the 
Chinese government to companies 
that have participated in the seismic 
programs. Should such an offering 
be made, the Company may partici- 
pate in a group application for pros- 
pective blocks. 


Australia 


On block WA-93-P, offshore north- 
western Australia, additional seismic 
was conducted in 1980 and will con- 
tinue in 1981. 


Coal 


PanCanadian continued subbit- 
uminous coal exploration through- 
out the year and drilled 95 test 
holes, totalling 21 709 feet, in 
southern and central Alberta. The 
most significant result of this work 
was the discovery of the Makepeace 
coal field, 60 miles east of Calgary, 
with surface recoverable reserves of 
over 100 million short tons. 


United States 


In the United States where Pan- 
Canadian has been exploring for the 
past ten years, activity continued in 
1980. The Company now holds an 
interest in over 3.5 million gross 
acres of petroleum and natural gas 
rights in 18 states and two outer 
continental shelf areas. On these 
lands in 1980, 48 wells were drilled, 
comprising 38 exploratory and 10 
development wells. The exploratory 
drilling program resulted in nine oil 
wells and three gas wells. 


A total of $10.7 million was spent on 
new land acquisitions in 1980. The 
major land acquisition was made at 
the September 30 Gulf of Mexico 
sale, where PanCanadian acquired a 
25% interest in East Cameron Block 
65 and Eugene Island Block 146, 
each containing 5000 acres, for $9.3 
million (U.S.). Drilling is anticipated 
in 1982 if rigs can be contracted. 


PanCanadian and its equal partner 
sold an undivided one-third interest 
in approximately 1 750 000 gross 
acres of oil and natural gas rights in 
the East Williston Basin of North 
Dakota. In addition to the $6 million 
(U.S.) bonus payment, the new 
partner will undertake a $7.5 million 
(U.S.) work program on the lands 
over the next two years. 


In the Gulf of Mexico, production 
commenced in September of 1980 
on Eugene Island Block 43, offshore 
Louisiana, in which the Company 
holds a one-third interest. Current 
daily production rates, from the one 
producing well, are approximately 
seven million cubic feet of natural 
gas with 120 barrels of condensate. 
An additional well is scheduled to be 
drilled from the platform in 1981 to 
evaluate the lands further. An un- 
successful wildcat was abandoned 
late in 1980 on East Cameron Block 


10 


90, one of the two blocks acquired 
offshore Louisiana in 1979. Offshore 
Texas, drilling activities on the High 
Island Block A-351/A-368 unit were 
halted by a blowout and fire, which 
severely damaged the platform de- 
laying further drilling until late 1981. 
On High Island Block A-367, which 
falls within the boundaries of a 
marine sanctuary, environmental 
concerns have caused drilling ac- 
tivities to be deferred to mid-1982. 


Onshore, two successful exploratory 
wells were drilled during 1980 in the 
Alkali Creek field of Fisher County, 
Texas. At year-end, five wells were 
producing the maximum allowable, 
in total approximately 400 barrels a 
day of oil. PanCanadian has a 50% 
interest in this project, where five 
additional development wells are 
scheduled for 1981 drilling. 
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In Solano County, California, the 
Company has a 25% interest in the 
Hastings Ranch field, where three 
wells are producing an aggregate of 


25 million cubic feet of gas a day. At To Convert From 


year-end, four more wells were Acre (ac) 
ready to be completed and tied in to Foot (ft) 
production facilities. Three addi- Barrel (bbl) 


tional wells will be drilled in 1981. 


L At. 
Exploratory programs were also ents: Won ey 


conducted in other areas of Califor- 
nia, Wyoming, North Dakota, Mon- 
tana, Texas and Oklahoma. 


Thousand Cubic Feet (mcf) 


Shortelonn(s:4) eee ee 


SI Conversion Table 


To 


hectare: (ha)iein.-se ee eee 
metres (iil) Serco 
cubic metre (in) eee 
cubic metre (meee eee 
tonne (t)hvease : ponds eee 
tonne (i) aaweee eee 


Working Interest Holdings in Petroleum & Natural Gas Rights 
December 31, 1980 


Gross Acres 


CANADA 
Alberta e's 34) ahs ata oe tines pen aac SNe grt tiny coe ame ra 8 
Arctic Islands 5.2 5 Sac: a5 ota tects eee ee eee 
Baffin: Bay st swikctiacss teeth oben to caeeee en ce In oan en ne 2 
British Columbia 


Quebec: 2S ese ene re eee ee 


13 


UNITED STATES 

Califorinia x Sic 6s, eee os Ta 
Colorador savin hectares ee ee ee 
Kansas Wcgencaan fee ee teh ROR eceea eon ga 
Mississippi 
Montana 
Nebraska 
Nevada’ $5) 520522 (Ue erie 8 pepe Ak ge i 

North: Dakota. titi scceicicr tence eee eater eee 1 


Other 


3 

INTERNATIONAL 
Australia. 3s..'s coves, 2 cet tte ro canoe ene eae 8 
North Sea (Dutch) 
North Sea (U.K.) 


8 


TOTAL 3 sca phengies he ne ee cr  e 25 


Non-working interest acreage under lease or sublease, 


reserving to PanCanadian, or its subsidiaries, 
royalties or overriding royalties. 


255 553 
575 921 
010 081 
921 194 
292 934 
716 929 
162 770 
556 364 


491 746 


33 257 
178 703 
119 169 

84 459 
150 602 

24 520 
106 307 
719 049 
191 819 
730 573 

67 833 
117 712 


524 003 


000 000 
103 537 
141 616 


245 153 


260 902 


Multiply by 


0.404 69 
0.304 80 
0.158 91 


28.173 99 


1.016 05 
0.907 18 


December 31, 1979 


Net Acres Gross Acres 

6 273 148 8 076 307 

67 308 796 366 
150 756 — 

382 602 818 262 

288 363 277 874 

550 354 761 489 

14 801 162 770 

510 130 705 107 

8 237 462 11598 175 

27 380 28 742 

46 560 175 420 

85 873 118 169 

28 134 75 049 

94 010 150 135 

17 907 24 360 

106 307 101 462 

572 808 1 562 118 

69 395 56-723 

280 188 861 243 

37 090 67 560 

18 950 47 585 

1 384 602 3 268 566 

2 285 600 8 000 000 

5177 OS} 55)7/ 

21 977 141 616 

2 312 754 8 245 153 

11 934 818 23 111 894 

3 377 671 


NOTE: Does not include Minerals Ltd. or PanCanadian’s 8.71% interest in Panarctic Oils Ltd.’s 15.9 million net acres. 
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Net Acres 


6 336 560 
91557 
353 831 
268 981 
589 371 
14 801 
658 753 


8 313 854 


28 300 
46 017 
85 153 
28 738 
95 798 
17 787 
101 462 
846 235 
15 067 
343 280 
37 140 
OTot 


1 654 734 


1 600 000 
5177 
20978 


1 627 154 


11 595 742 


3.712 30Z 


PRODUCTION 
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onventional and synthetic 

crude’ oil production in 

1980 was one percent 

higher than in 1979. Sales 
of natural gas were down by 3%, 
while sales of natural gas liquids 
dropped 8%. Sulphur sales were up 
54% and it appears an active market 
will continue. 


Crude Oil 


Net daily average production of 
conventional crude was 33 128 bar- 
rels a day in 1980, a marginal de- 
crease from the 33 900 barrels a day 
average achieved in 1979. Produc- 
tion declines in some of the older 
fields and reduced refinery nomina- 
tions were largely offset by de- 
velopment activities in various oil 
properties. 


The production capability of the 
Countess-Lathom oil properties 
neared optimum in 1980 with the 
installation of a sweetening facility to 
handle hydrogen sulphide in the as- 
sociated gas. At Parflesh, a substan- 
tial increase in production was 
realized following the completion of 
a water injection scheme late in 
1979. A battery consolidation and 
solution gas conservation project 
was initiated in 1980 at Alderson 
West and completion is anticipated 
in the third quarter of 1981. 


Production at Grande Prairie 
stabilized in 1980, and three new oil 
wells were put on production. En- 
gineering studies on an infill drilling 
program were completed and five 
additional wells to produce the 
Halfway oil are planned for 1981. 


Synthetic Crude Oil 

Production of synthetic crude from 
PanCanadian’s net share of Syn- 
crude averaged 2875 barrels a day 


compared to 2457 for the last half of 
1979. Total plant production in 
1980 was 29.6 million barrels de- 
spite interruptions experienced 
mainly in the first quarter. Average 
daily output for the year was 80 792 
barrels, with a record average daily 
output in June of 123 600 barrels. 


Natural Gas 


Natural gas production averaged 
281.4 million-cubic feet a day, a 3% 
reduction from the 1979 average of 
289.9. The decline was due to re- 
duced demand for natural gas in 
both Canada and the United States. 
Gas transmission capabilities were 
also interrupted due to a fire at a 
mainline compressor station in 
southeast Alberta early in 1980. A 
total of 44 new gas wells were tied in 
and put on production to maintain 
contract rates. The Morley sour gas 
plant, west of Calgary, was com- 
pleted in the third quarter with sales 
of natural gas and sulphur com- 
mencing in September. 
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Active development projects in Alb- 
erta were pursued in several areas 
covered by gas purchase contracts. 
Shallow gas development in the 
Verger West and Rosemary areas in 
southeast Alberta commenced in 
1980. Production facilities are being 
installed to tie in 167 wells and add 
compression. The Verger South gas 
gathering system is being expanded 
to add 35 wells and at Countess- 
Makepeace, a gas gathering system, 
compressor station and plant en- 
largement program commenced in 
1980. Completion of these projects 
is scheduled for the second quarter 
of 1981. 


eS 


Bucket wheel reclaimer 
at Syncrude 


Net Crude Oil & NGL 
Production 


THOUSAND BARRELS 
PER DAY 


) 


1. 


~) 
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fi 


oo 
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‘Net Natural Gas Sales 


MILLION CUBIC FEET 
PER DAY 


Following recent exploratory succes- 
ses, development drilling took place 
in the Hoadley-Leedale areas of 
central Alberta in preparation for de- 
liveries to begin under new and 
existing gas purchase contracts. 
Gas gathering, compression and 
transmission systems are being con- 
structed and completion is 
scheduled for late 1981. 


Natural Gas Liquids 

Sales of liquids from the Empress 
plants decreased to 15 175 barrels a 
day, an 8% drop from 1979 sales of 
16 465. This was due mainly to 
transmission system interruptions 
and a lower liquid content in the 
supply available to the plant. While 
sales of ethane were up 2%, pro- 
pane, butane and condensate sales 
declined 19%. Sales of liquids ex- 
tracted from Company-produced 
natural gas decreased to 2504 bar- 
rels a day from 2584 barrels a day in 
SES) 


Sulphur 


In 1980, PanCanadian sold 436 
long tons of sulphur a day, a 54% 
increase over the 1979 daily sales 
volume of 283 long tons. Increased 
sales were due to high demand as 
the world sulphur market improved. 
As a result of the higher sales, year- 
end inventories were reduced. 


Empress Plant 


Natural Gas Liquid Sales 


THOUSAND BARRELS 
PER DAY 


10 Year Production Review 


After Royalty 


Oil* 
(thousand 

barrels) 

Year 

LO ae 9 427 
19720 sate Liss! 
NeW Rete eh) eet rt 14 810 
19/4 ee eee 13289 
197 5 eee ie Dis) 
19] Oe ee 10 141 
LO] [ee eee ieSOS 
LO Sra eee 10 949 
1979 oe 12 826 
1980.3 2 oe 13 178 


Natural 
Gas 
Liquids 
(thousand 
barrels) 


987 
1 061 
O76 


* Includes conventional and synthetic crude oil. 
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Oil* 


and NGL 


(thousand 
barrels) 


10 414 
12 442 
15 886 
14 335 
12 245 
tgi25 
12 350 
1159356 
1327/69 
14 094 


Natural 
Gas 


(million 
cubic feet) 


65 452 
13O0za 
76 727 
82 594 
81 622 
84 799 
99 658 
100 689 
105 797 
102 975 


RESERVES 


L7, 


roven and probable re- 

serves, before royalty, in 

Canada and the United 

States as of December 31, 
1980 were 3761 billion cubic feet 
(bcf) of natural gas, 156 million bar- 
rels of crude oil and natural gas 
liquids and three million long tons of 
sulphur. 


Natural Gas 


Natural gas proven and probable re- 
serves, before royalty, were in- 
creased to 3761 bcf, 10% more than 
1979 reserves of 3426 bcf. Increases 
of 607 bcf, resulting from ex- 
ploratory and development drilling, 
were offset by production of 110 bcf 
and engineering reviews of 162 bef. 
The principle reserve additions 


occurred at Countess, Hussar- 
Crowfoot, Leedale, Tangent and 
Verger. At 1980 production levels, 
the constant rate reserve life index is 
34 years. 


Crude Oil and Natural Gas 
Liquids 

Proven and probable reserves of 
crude oil and natural gas liquids, be- 
fore royalty, at year-end were 156 
million barrels, down 4% from 1979 
reserves of 163 million barrels. Dril- 
ling at Alderson West, Countess, 
Hussar, Hussar-Crowfoot, Richdale 
and Verger added 5.4 million bar- 
rels, while engineering reviews 
added another 2.2 million barrels. 
Production in 1980 reduced the re- 
serves by 14.4 million barrels. The 
constant rate reserve life index, 


Proven and Probable Reserves 


Crude Oil and 


based on 1980 production rates, is 
11 years. 


Synthetic Oil 


At Syncrude, PanCanadian’s share 
of 1980 gross production was 1.1 
million barrels, reducing 1979's re- 
ported reserves to 43.8 million bar- 
rels. 


Coal 


Proven and probable reserves of 
coal, before royalty, increased by 
138 million short tons in 1980 and 
now total 1992 million short tons. 
Surface and underground reserves 
are 1073 and 919 million short tons, 
respectively. 


Marketable Natural Gas Synthetic 
Natural Gas Liquids Sulphur Coal Oil 
(billion (thousand (thousand (million (thousand 
cubic feet) barrels) long tons) short tons) barrels) 
Reserves at January 1, 1980 ........... 3 426 163 029 DI55 1 854 44 879 
Reserves: Add eclara sass aan 445 7 639 181 138 _ 
Less: Production. es eee eee 110 14 448 142 — 1 052 
Reserves at December 31, 1980 
(beforesrovalty) anne ae i nea 3) (Sul 156 220 2 994 18992 43 827 
Less Royalty Deductions............... 262 17 839 45 13 > 
Reserves at December 31, 1980 
(afftersrovalty) eee ee 3 499 138 381 2949 16979 
Proven Reserves at December 31, 1980 
BeforesRovaltvsaeee eee ee 2 507 115 623 7 WEVE 885 43 827 
Afters ROvalty eee eee ee 2 302 100 234 72, NE 877 
Probable Reserves at December 31, 1980 
BeforesRovaltvian ieee eae 1 254 40 597 842 1 107 
AftersRoyalty maei ere ear eee My 38 147 837 1 102 


NOTES: 

Reserves figures are calculated by Company engineers. For Reserve Recognition Accounting, proven reserves figures used were calculated by 
McDaniel Consultants (1965) Ltd. as published on pages 30 and 31 in this Report. 

Volumes do not include the Company’s interest in Panarctic Oils Ltd., Minerals Ltd., Marguerite Lake or sulphur from the Syncrude project. 


Proven reserves are those quantities of crude oil, natural gas, natural gas liquids and sulphur which analysis of geological and engineering data 
demonstrates with reasonable certainty to be recoverable from known oil or gas fields under existing economic and operating conditions. 


Probable reserves are those additional quantities estimated to be commercially recoverable from known oil and gas fields, as a result of the effects of 
the future installation of secondary recovery methods or future improvements in the existing recovery mechanism. 


Marketable natural gas reserves comprise gases from which certain hydrocarbon and non-hydrocarbon compounds have been removed or partially 
removed by processing where necessary to meet pipeline or other market specifications, and are measured at a base pressure of 14.65 psia and base 
temperature of 60°F. 


Surface recoverable coal reserves include coal to a maximum strip ratio of 15 cubic yards of overburden to one ton of coal, to a maximum depth of 
150 feet. 


18 


FINANCIAL 


19 


Earnings 


et income for 1980 was 
$241.4 million, an increase 
of 46% over 1979 earnings 
of $165.8 million. Net in- 


come per share rose to $7.73 from 
$5.31 in 1979. The rate of return on 
average invested capital increased to 
24% from 20% the previous year. 


Revenues 
1980 1979 % Increase 
(Decrease) 
Amount No Amount % From 1979 
(thousands of dollars) 
NattiraliGasmenann ee rare $240 131 41.8 $171 927 40.6 SiS) 7/ 
GrudesOilee. errs rane 218 787 38.1 166 944 39.4 Sill 
Empress Plant 
Natural Gas 
iqtids: Salesian rene 76 191 13.2 59 366 14.0 28.3 
Natural Gas Liquids.......... 13 605 2.4 10 495 2.5 29.6 
Sulphuyeesce ten scree 7 006 1.2 2 309 0.5 203.4 
[EeasesRentalsaeue eee 1 647 0.3 1 672 0.4 (a5) 
Miscellamcousis =n ee 17 320 3.0 Il Wey 226 54.8 
$574 687 100.00 $423 905 100.0 35.6 


The price received for conventional 
crude oil averaged $14.86 a barrel 
in 1980 compared to $12.57 in 
1979. The wellhead price of crude 
oil increased $1.00 a barrel effective 
January 1, 1980, and $2.00 a barrel 
effective August 1, 1980. Revenue 
from the Syncrude oil sands plant 
amounted to $38.6 million com- 
pared to $11.4 million in 1979. The 


1980 figures represent the first full ~ 


year of commercial production for 
the Syncrude plant. The price of 
synthetic crude oil averaged $36.64 
a barrel in 1980, compared to 
$25.24 during the last six months of 
1979: 


The 40% increase in natural gas 
sales revenue was attributable to 
higher natural gas prices, particularly 
for exports to the United States. Dur- 
ing the year, the average price re- 
ceived for natural gas was $2.33 a 


thousand cubic feet compared to 
$1.62 the previous year. The 
domestic price of natural gas in- 
creased 15 cents a thousand cubic 
feet effective February 1, 1980, and 
30 cents a thousand cubic feet effec- 
tive September 1, 1980. 


The average price for natural gas 
liquids increased to $13.88 a barrel 
from $10.05 in 1979. This price 
gain, however, was partially offset 
by lower sales volumes. 


Revenue from sulphur sales in- 
creased as a result of higher prices 
and increased sales volumes. Due to 
strong export demand, average sul- 
phur prices realized increased to 
$43.96 a long ton compared to 
$22. 36400979: 


Expenses 


Total expenses, exclusive of income 
taxes, were $213.8 million in 1980, 
a 16% increase over 1979. Operat- 
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ing expenses accounted for $107.0 
million of the total, an increase of 
24% from the previous year. 


Oil operating expenses excluding 
Syncrude were $22.2 million in 
1980, a 12% increase over 1979. 
Syncrude expenses increased 123% 
to $20.8 million, reflecting twelve 
months of commercial production in 
1980 compared to six months in 
1979. Operating expenses for 
natural gas and related products in- 
creased 30% to $27.3 million in 
1980 due to higher maintenance 
costs and an increase in the number 
of producing properties. Operating 
expenses for the Empress extraction 
plant amounted to $36.7 million in 
1980 compared to $36.1 million in 
1979 largely due to higher feedstock 
prices. 


Administrative expenses totalled 
$16.0 million, a 20% increase over 
1979 due to the growth of Com- 
pany activities and inflation. Interest 
expense decreased 16% to $25.4 
million as a result of a reduction in 
long-term debt. 


Depreciation and amortization in- 
creased 38% to $23.3 million be- 
cause of additional production 
facilities and depreciation associated 
with the Syncrude plant. Depletion 
expense was $42.1 million in 1980 
compared to $37.1 million in 1979. 


Funds From Operations 
MILLIONS OF DOLLARS 


45 | | 
400 | 
Gross Income 35 : 
MILLIONS 
OF DOLLARS 300 


700 


600 
500 
400 
300 
200 
100 


0) 
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Income Taxes 


Income taxes amounted to $119.6 
million in 1980, an increase of 61% 
over the $74.4 million reported in 
1979, primarily as a result of in- 
creased earnings and the introduc- 
tion in 1980 of the 5% corporate 
surtax. Current and deferred taxes 
increased $31.6 million and $13.6 
million, respectively. 


Dividends 

Commencing in 1980, dividends 
were paid on a quarterly basis and 
amounted to $99.9 million or $3.20 
per share. In 1979, dividends total- 
led $54.6 million or $1.75 per share 
and were paid on a semi-annual 
basis. 


Auditors’ Report 


To the Shareholders of 
PanCanadian Petroleum Limited: 


Capital Expenditures 

During 1980, capital expenditures 
amounted to $270.0 million of 
which $236.2 million or 87% was 
expended on domestic operations. 
Of the balance, $27.5 million was 
spent in the United States and $6.3 
million was spent on other foreign 
operations. The reinvestment rate, 
representing capital expenditures as 
a percentage of cash flow, was 73% 
in 1980 compared to 80% in 1979. 


Capital expenditures for land, explo- 
ration, drilling and Panarctic totalled 
$219.5 million or 60% of funds from 
operations, compared to $168.5 mil- 
lion or 63% in 1979. Capital expen- 
ditures on plant, production and 
other equipment amounted to $50.5 
million, an 8% increase over 1979. 


Financial Position 


At December 31, 1980, working 
capital was $27.2 million compared 
to $38.1 million at the end of 1979. 
Funds from operations increased 
37% to $367.3 million or $11.76 
per share. Deferred production in- 
come resulting from take-or-pay 
provisions of gas purchase contracts 
increased from $16.2 million in 
1979 to $33.0 million at year-end. 
These funds will be taken into in- 
come when actual production of the 
gas occurs. During 1980, PanCana- 
dian’s internal sources of working 
capital were sufficient to satisfy capi- 
tal expenditures, dividends and 
other applications of funds. 


We have examined the consolidated balance sheet of PanCanadian Petroleum Limited as at December 31, 1980 and 
the consolidated statements of income and retained income and changes in financial position for the year then ended. 
Our examination was made in accordance with generally accepted auditing standards, and accordingly included such 
tests and other procedures as we considered necessary in the circumstances. 


In our opinion, these consolidated financial statements present fairly the financial position of the Company as at 
December 31, 1980 and the results of its operations and the changes in its financial position for the year then ended in 
accordance with generally accepted accounting principles applied on a basis consistent with that of the preceding year. 


Calgary, Alberta 
February 18, 1981 


ZZ 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


PanCanadian Petroleum Limited 


Consolidated Statement of Income and Retained Income 


For the Year Ended December 31, 1980 


Income: 


DreialnatevenUcreratten Meare awa tent ca Sete eh dS 


Interest income from affiliated 


COMMIATIEUINOLGE? near Fenty ic 2s who et oy wnt se es 


Miscellaneous 


Expenses: 


CCA ea aN Re 8 ne cy GP ON ns oho Calcul a 
PUN SEAN Ve nn ee tT ee Pere itr C h nts, Sa 5 SS Ch eas 
irerest On (Ong tern GeDt 26 cna) kb latices a Sabet ten 
Depreciation and amortization! 6c y.eks es. ae on ewes od 
MGMICUQIIN Mee rere ON WA de, ee ose 


income: belOre Income: taxes «00 ¢erseeck + awh a dx ene beens 


Provision for income taxes: 


Grrr rile roe See et eee NL Siler et de tea OO IRR 3 


Dividends — $3.20 per share 


GES Cpe eat Bk 7 (a he ee ee em Ma Teta eS ae 


Reiaineo income’at end’ of: year Basta ci cee 


FEEDS SDCTs SIVAN es etre hi Godan sta oN Ra ae a ne em emt a nd 
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_1980_ 


L979 


(thousands of dollars) 


$557 367 


10 689 
6 631 


574 687 


107 030 
15 967 
25 373 
23 254 
42 126 


213 750 


360 937 


58 192 
61 378 


119 570 
$241 367 
488 957 


730 324 


99 909 


$630 415 
$ 7.73 


$412 713 


6 539 
4 653 


423 905 


86 098 
13 353 
30 239 
16 887 
37 143 


183 720 


240 185 


26 578 
47 777 


74 355 


$165 830 
_377 759 
543 589 


54 632 


$488 957 
Sun Ook 


PanCanadian Petroleum Limited 


Consolidated Balance Sheet — December 31, 1980 


Assets 


Current assets: 


Casha soiu 5 cbse nc Es ee eto ee 
Deposits with affiliated company (Note 2)............... 
Accounts receivable’ <. s.5. 5 s2.2.2 ae oe 


Inventories, at average cost — 


Products 3-...454.03620 5 (Ae eee 
Materials 32... i438. Sek ae ee eee 


Property, plant and equipment, at cost: 
Petroleum, natural gas 


and mineral properties: .....9.@ a. 
Less: Accumulated depletion: <5..3.4) ¢- eee 


Plant, production and other 


equipment... ea. ea sn se eg eee ee 


Less: Accumulated depreciation 


and: amortization: ++. .40 0 eee eee 
Syncrude Project’s..% 245... 4-0 


Less: Accumulated depreciation 


and: amortization’ “3.0204 eee 


Investments, at cost: 


Panarctic: Oils itd. <3 se ea, ee ee 


Other 


Other assets: 


Long-term’ notes receivable (Note S]t=. eee ea. see 
Drilling, reservation and other deposits ................. 


Unamortized debenture discount and 


issue Expenses vn hae eee tuck de ones ee ee 


Unamortized gas processing contracts 
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1980 


1979 


(thousands of dollars) 


$ 546 
98 156 
90 987 


11 412 
4 356 


205 457 


1 065 613 
(251 077) 


245 036 


(93 868) 
152 797 


(8 597) 


1 109 904 


22 246 
633 


22 879 


32 927 
289 


961 
9 550 


43 727 
$1 381 967 


$: 27259 
37 902 
93226 


6 995 
Silos 


143 569 


846 268 
(209 116) 


204 754 


(81 518) 
148 571 


(2 713} 


906 246 


22 092 
599 


22 69% 


Booto 
ag | 


dato 
9 867 


i £2 
SLIL7 310 


Liabilities and Shareholders’ Equity 


1980 1979 


(thousands of dollars) 


Current liabilities: 


Accounts payable aisacerMedwbaDiites (Foil fon s,s a es $ 121 973 o)  -68,559 
ieee TAXeCSIPAVAOIS ois 6G head tee badios es etyeu canes 29 118 10 220 
Sa eniporaonon long-term Gebt ov. vec oe Soe cas lees 27 215 6 740 
178 306 105519 
eG ICMD ECO OR (INOTG 14 eye tase Gov colee bade see ce bs 176 425 204 390 
Deferred credits: 
DererieawrOGUCUOM INCOMC ir Ss ada eos ce ck os ae vee esas 33 025 16233 
ONZE RIG! PATEL Ses oy Jon oh ee 444 231 
Serre AC OMEN AKE SE ay fn Ne 5 Wd iow gates a svere § 290 299 Tapove walk 
323 768 2457391 


Shareholders’ equity: 
Capital stock — (Note 5) 


Issued — 
MeL AO Ops ares unm nies ke cides Saves ca a) wee 31 225 S225 
CE Ya HRCI SY (BRE te Ie 9 7 ga ree ea 41 828 41 828 
ECCI C OEIC OIMO tes a eee nN tr ect Mea MN og i NM 630 415 488 957 


703 468 562 010 


$1 381 967 SII 310 
APPROVED BY THE BOARD: 


rife, Conohicr Director 
beanpttet bhgrbceghy Director 
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PanCanadian Petroleum Limited 


Consolidated Statement of Changes in Financial Position 
For the Year Ended December 31, 1980 


Source of working capital: 


Net income 


Expenses not requiring a current 
outlay of funds — 
Depreciation and. amortization) 2 4.40 eee 


Depletion 


Deferred income taxes =o eee ee eee, 


Others 


Funds from operations <224..2 9.) see ee ae 
Issue of ‘capital stock) s.cc sean esek eee ee 
Proceeds from sale of ammonia plant 


project 


Proceeds from sale of portion of 

interest in: Syncrude: Project aman sae 
Deferred productionsincome sy erie 
Long-term notes receivable (Note=3) 222.5 sae ee 


Other 


Application of working capital: 

Petroleum, natural gas and 
mineral: properties co. ae ae ee 

Plant, production and other 


equipment 
Syncrude Project 


Investment in¢Panarctic Oilsslctc se 
Long-term» notes-receivablex(Note:3) gee. eee 
Reduction of long:term debit, ee eee eee eee 


Dividends 


Other 


Decrease in: working capital secs 9 Gn ee ee 


Working capital at:‘beginning of yearer-) a) ase 


Working capital-at end: of year scam ae eer ee 
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1980 


1979 


(thousands of dollars) 


$241 367 


23 254 
42 126 
61 378 


(813) 
367 312 


2 088 


16 792 
3 921 
95 


390 208 


219 319 


46 200 


4 287 


269 806 
154 

3 273 
27 965 
99 909 


401 107 


10 899 
38 050 


$ 27 151 


$165 830 


16 887 
37 143 
47 777 

470 


268 107 


Ze 


30129 


27 474 
eh eye k 


800 


336 774 


167157, 


35.000 


13 095 


213 827 
1 364 
sie es) 
67 465 
54 632 
254 


Sid 


34 343 
IPReeR) 


$ 38 050 


PanCanadian Petroleum Limited 


Notes to Consolidated Financial Statements 
December 31, 1980 


1. SIGNIFICANT ACCOUNTING POLICIES: 


a) 


c) 


e) 


Consolidation of Accounts 


The consolidated financial statements include the accounts of PanCanadian Petroleum Li- 
mited and its subsidiaries, all of which are wholly-owned. 


Foreign Currency Translation 


Foreign currency balances included in the consolidated financial statements have been ex- 
pressed in Canadian dollars on the following basis: 


Current assets and liabilities — at the year-end rate of exchange 
Other assets and liabilities — at historical rates of exchange 


Income and expenses — at monthly rates of exchange except provisions for depreciation 
and amortization which are translated on the same basis as the related assets. 


All gains or losses on conversion to Canadian dollars are included in income. 


Full Cost Method of Accounting 

The Company follows the full cost method of accounting for oil and gas properties whereby 
all costs relating to the exploration and the development of oil and gas reserves are 
capitalized on a world-wide cost centre basis. Such costs include lease acquisition costs, 
geological and geophysical expenditures, carrying charges on non-producing properties, costs 
of drilling both productive and non-productive wells and overhead expenses related to explo- 
ration activities. These costs are depleted by the unit of production method based on esti- 
mated proven oil and gas reserves. 


Depreciation of Property, Plant and Equipment 

Depreciation is being provided at rates which will amortize original costs over the estimated 
useful lives of the respective assets. The diminishing balance method is applied to all plant, 
production and other equipment at rates varying from 5% to 20%, except for the Empress 
gas processing facility and the Syncrude Project which are depreciated on the straight-line 
basis at 4% per annum. 


Amortization 


Unamortized debenture discount and issue expenses are being charged to income on a 
straight-line basis over the terms of the debenture issues. 


Unamortized gas processing contracts are being charged to income on a straight-line basis 
over the life of the contracts. 


Deferred Production Income 


Pursuant to take-or-pay provisions included in certain gas purchase contracts, payments were 
received during the year for gas to be delivered at future dates. The Company records these 
payments as deferred production income and takes them into income when the gas is deli- 
vered or the contracts expire, whichever first occurs. 


Income Taxes 
The Company follows the allocation method of accounting for income taxes. 


Zi 


2. RELATED PARTY TRANSACTIONS: 


Substantially all of the Company’s funds which were surplus to its day to day requirements were 
invested in deposits of Canadian Pacific Enterprises Limited. These deposits carry interest at rates 
at least equal to the interest rates paid from time to time by a leading Canadian Chartered bank 
on equivalent deposits. 


In the normal course of business the Company purchases materials, utilizes services and 
leases office space from other companies with which it is affiliated. All such transactions have 
been conducted at arm’s length during the year. 


3. LONG-TERM NOTES RECEIVABLE: 


Under the terms of the agreement for sale of its investment in an ammonia plant project the 
Company received notes which are payable in U.S. funds, together with interest accrued thereon 
at the rate of 95/s% from April 1, 1979 to December 31, 1980, in four equal annual instalments 
commencing December 31, 1986. Interest after December 31, 1980 accrues at 107/s% and will 
be paid semi-annually commencing June 30, 1981. 


4. LONG-TERM DEBT: 
Details of long-term debt outstanding at December 31, 1980 and 1979 are set forth hereunder: 


1980 1979 
(thousands of dollars) 
Bank loans due 1981 - 1985 $123 140 $129 355 


81/8% secured debentures due March 1, 1992, sin- 
king fund payments 1981 - 1991, secured by a 
first mortgage upon certain producing properties 22 000 VRAAIIS 


83/4% secured debentures due November 1, 1992, 
sinking fund payments 1981 - 1991, secured by a 


first mortgage upon certain producing properties 23 500 24 000 
93/4% unsecured debentures due November 15, 1983 : 35 000 35 000 
203 640 211130 

Less: Current portion 27 215 6 740 
$176 425 $204 390 


The bank loans bear interest at rates which fluctuate (in certain cases within defined limits) with 
the lender’s prime commercial rate. 


The Company has agreed that, without the consent of the bankers, the assets of the Company 
and its subsidiaries will not be encumbered nor will any debt be created that would rank prior to 
or pari passu with the bank loans. 
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With regard to the $35 000 000 93/4% unsecured debentures, the Company has agreed that it 
and its subsidiaries will not create any mortgages or other charge on their assets to secure a loan 
or other indebtedness in the form of bonds or other indebtedness which at the time of issue are 
intended to be traded on any stock exchange or publicly traded in the over-the-counter market in 
any part of the world unless the debentures then outstanding are similarly secured. 


The annual maturities for long-term debt for each of the five years ending December 31, are as 
follows: 


(thousands of dollars) 


1981 27215 
1982 23,900 
1983 70 085 
1984 21375 
1985 Zoo 


CAPITAL STOCK: 


During 1980 the Company elected to continue as a federally chartered corporation under the 
Canada Business Corporations Act. As a result the Company’s share capital structure was 
amended to provide for an unlimited number of common shares without a par value. 


OFFICERS’ AND DIRECTORS’ REMUNERATION: 


During 1980 there were thirteen directors (including one director who retired during the year) and 
sixteen officers of whom four were also directors. 


Officers’ remuneration and directors’ fees for 1980 amounted to $1 124 000 and $93 000 re- 
spectively (1979 — $957 000 and $79 000) none of which was paid by subsidiaries. 
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Reserve Recognition Accounting 


PanCanadian’s financial statements are prepared on the ‘‘Full Cost’? method of accounting as described in Note Ic to the financial statements. The 
Securities and Exchange Commission (SEC) in the United States concluded that historical cost methods (Full Cost and Successful Efforts) do not 
provide sufficient information on operating results and financial position of oil and gas producers. As a result, the SEC has mandated Reserve 
Recognition Accounting (RRA) which can be applied uniformly to all producers. Although PanCanadian is not subject to SEC reporting requirements, 
it has prepared the RRA information for those investors who may wish to have access to such information. 


RRA statements are not prepared in accordance with generally accepted accounting principles and thus are not prepared on the same basis as the 
financial statements or notes thereto. Inclusion of RRA information is not intended to express an opinion of PanCanadian that oil and gas prices or 
production and development costs will remain constant or will change at the same rates or that existing economic conditions will continue, all of 
which are assumed in preparing such statements. Their inclusion should not be interpreted as indicating that PanCanadian believes that valid 
inferences as to PanCanadian’s probable future net revenues or pre-tax earnings can be derived therefrom. 


Under the RRA method, proved reserves of oil and gas are recorded as ‘“‘assets’”” upon discovery. The valuation of these assets is based on the 
present value of future net revenues to be derived from producing the reserves. Current year additions to proved reserves and revisions to the 
valuation of the reserves are reflected in the RRA Income Statement, along with all costs associated with finding, developing and producing new 
reserves. 


PanCanadian’s estimated future net revenues from proved oil and gas reserves for 1981 through 1983 and all remaining years based on estimated 
reserves at December 31, 1980, are as follows: 


All 
Remaining 
1981 1982 1983 Years Total 
(thousands of dollars) 
Estimated future net revenues 
from proved reserves* (not discounted) ............ $364 478 $325 122 $343 538 $4 620 355 $5 653 493 


*Estimated future net revenues from proved reserves were obtained by multiplying year-end prices by estimated future production for the 
periods indicated and deducting constant dollar year-end estimates of production costs, royalties and allowances for the cost of drilling 
additional wells. 


The present value of estimated future net revenues from proved reserves, discounted at 10%, was $2 627 506 000 at December 31, 1980 and 
$1 936 500 000 at December 31, 1979. 


The following table is a summary of oil and gas producing activities in 1980 and 1979 on the basis of RRA. 


1980 1979 
(thousands of dollars) 
Present value of gross additions; toi provedireserycS amie ite: iene Tae een enn ee eer one $ 63 158 $ 98 725 
Revisions to estimates of reserves proved in prior periods: 
Changes:iin: price 5.5 sic csc dicots ea pete ee Se re ee a ee eee 721 161 533 598 
Changes intoperating expense forecasts ton provedanesServics mers ren tienes tet tea tte tst= tensa: tetera ean 41 885 (249 264) 
Changes in production timing and engineering review of proved reserve quantities ...................... (7 718) Sieoval 
Accretion. of discount << ccscitcorireci alee tas eases © aes oO eee Oe eee IR reed eee 193 650 151797 
1 012 136 692 427 © 
Acquisition, exploration, development and production costs: 
Costs incurred includingiimpairmne;nts separate eae eee eee ee eee 157 698 134 649 
Present value of estimated future development and production costs ...........0 cee cece eer teens 8 541 17 147 
166 239 151 796 
Additions and revisions to proved:reserves over relatedicosts:) 5. ee ee ee ee 845 897 540 631 
Provision tomincomestaxesi(atenistoncalketiectivestatc) sient tts ent mete ints ta ti tien ee 284 136 172 948 
Results of oil and gas producing activities on the basis of reserve recognition accounting ................... $561 761 $367 683 


*The corresponding pre-tax profit contribution reported in the historical financial statement is $333 652 in 1980 ($249 490 in 1979). 
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The following table summarizes the changes in the present value of estimated future net revenues from proved reserves during 1980 and 1979. All 
amounts included in this table are prior to income taxes. 


1980 1979 


(thousands of dollars) 
eee Tre ME ER Maen Sees er adele a6 aid Belviewl 6-thba Salle RRS & $1 936 500 $1 517 960 
Additions and revisions less related estimated future 
development and production costs of $8 541 


Balance at January 1 


OED SINT IN sak cat ate ine re 5s Bi Ge ns aa ee ene nar Oe 1 003 595 675 280 
Expendiniresitiat reduceduesimated future development costs ./..5.......0:-42022500 sees ees seeeeseees- 78 098 42 444 
1 081 693 717 724 


Less: Sales and transfers of oil and gas, net of 
production costs and mineral reserve taxes of $49 468 
Se I) rer arr Pee ne Peeler ear sriee a. Wid a RLS Ayae cd MCS Rise ope wiahO hw nw bn hopin 390 687 299 184 


691 006 418 540 
4 cs'8's Aetolel Seg alk etter oP OA ah RENO ates Sette Sie ele tee ea roel Come oer ee eerie SCE Beer ae See $2 627 506 $1 936 500 


Balance at December 31 


For the purposes of RRA , PanCanadian has used proved reserve estimates as determined by McDaniel Consultants (1965) Ltd. 


A report dated February 6, 1981 has been prepared by McDaniel Consultants (1965) Ltd., Calgary, Alberta, independent oil and gas reserve 
evaluators, estimating PanCanadian’s net share of remaining proved crude oil, natural gas and natural gas liquids reserves in Canada. Net reserves 
shown by the report are included in the table which follows. Also included is PanCanadian’s net share of remaining proved crude oil, natural gas 
liquids, and natural gas reserves in the United States, as estimated by PanCanadian’s engineers. “Net” reserves are the gross reserves underlying the 
properties in which PanCanadian has either a working interest or a royalty interest, less all royalties and interests owned by others. 


Oil (including natural gas liquids) Natural Gas 
(thousands of barrels) (MMcf) 
United United 
Canada States Total Canada States __ Total 
Net proved reserves: 
December Si. L980" ..8 4... 951922 996 96 918 2 205 046 24 073 2229109 
December 31, 1979... 2... as 104 564 787 105 351 2 054 531 1543 2 069 674 


Net reserves and changes in net proved reserves of oil (including natural gas liquids) and natural gas during the years ended December 31, 1980 


and 1979 were as follows: Oil (including 
natural gas liquids) Natural Gas 
(thousands of barrels) (MMcf) 
SEPMECe ese DECCMOCT OL MEO TO Utes iN ho POR Ee eh se ME na: Eosna ee Se. > 112 579 £399 575 
Pp SIOLISTOL Dre VIOUS CSHINALCS ope fe Sa yaks ere are tts Ae crn pce Ng ine aUE Oe aI calc 4 180 135 848 
oreae ion ciscoverwand other AAGGINONS s 26s in eae rac eke oo oe Re ee bales bedi eke t oes 1 908 140 048 
SNS OTS WSOC ee 08) Soe meee es ee ieeel SOP Vice aac ty Ate here Poi Pe catia Ohi Ad et nara ee (13 316) (105 797) 
INetaresenycsi a DeCemOer Sm bl O17, meee meer ee aie oe ene ee ee ee eR 2k x 105 351 2 069 674 
IN SLOr DLeVlOus:CStIDAesi Ce ounce) teh Lee oo yn em ae aan Sota Ale Soham Oe By sles 4 222 193 478 
Bwonsiomediscoueryrand other AdchHONS 26.2.1 sen Mats ards Sean sc kya ce oe Re Fe we eh See 387 68 942 
ie SORE OC ICT OT Meare ey ee are ot en She yma ne Smet Meret ROR Bel ene el ete es 5, (13 042) (102 975) 
INeisLescrvcsi aD ECemmber role OSC Lemire ts eee re oar sera tes Stee MT Sata Ry Re ec oo 


96 918 2eLoNAg 


Proved reserves are considered to be those reserves which geological and engineering data demonstrate with reasonable certainty to be recoverable 
in the future at commercial production rates under present depletion methods and current operating conditions, prices and costs. Essentially all of 
PanCanadian’s proved crude oil reserves are considered to be developed and recoverable through existing wells with existing facilities. In the case of 
PanCanadian’s proved natural gas and associated liquids reserves, sufficient wells exist in most instances to meet required initial withdrawal rates 
from the respective reservoirs. As a result, the natural gas and natural gas liquids reserves are considered to be developed even though additional 
drilling will be required in certain cases to drain effectively the respective reservoirs in a desirable length of time. 


At December 31, 1980, PanCanadian had estimated proved reserves before royalty of 43 827 000 barrels of crude oil attributable to the Syncrude 
Project which are not included in the above table. 
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TEN YEAR STATISTICAL REVIEW 


(Dollar amounts in thousands except per share figures) 


1980 1979 
Earnings Gross Incomes: 2 rn Pain ee ee ee $ 574 687 423 90! 
Funds, from Operations 2) es = 5-- eee ee 367 312 268 10° 
Per: Share \04, 0 bac Sie tat eee 11.76 8.54 
Net Income sits. accel e aati Ae eee 241 367 165 83( 
Per Share: i ee, oo cn ee ee eee 7.73 5.3]! 
Balance Working Capital (Deticiency)ian. = eee eee 27 151 38 O5I 
Sheet Property, Plant é Equipment=——Nef 5.09 eee 1 109 904 906 24( 
Investmentss6-Other Assets: ya. ee ee 66 606 67 498 
Long: Term Debte ae. ee ee eee eee 176 425 204 39% 
Deferred: Incomeslaxecne ..oncen eee ee 290 299 228 92) 
Capital Exploration. © cca Getee et tee eee ee ee 184 514 153 83) 
Expenditures Developments. Siw 2am oem tae ete lca a a porate erg eee 34 805 13 24% 
Production Facilities:6 bquipmentee nena eee 46 200 33 59: 
Syncrude:Project iy. <2. 2is eee nearer aes ne ree ee 4 287 13 0% 
Investment-in: Panarctic: Oils=letcaeee ey een ee e 154 1 36: 
Proven & Natural Gas (billion: cubiciteet)ens 4 ae eee eee ios 3 499 312) 
Probable Reserves Crude Oil & Natural Gas 
(after royalty) Liquids: (thousandvbarrels) 9s a eee eee 138 381 144 74 
Synthetie Oils(thousandsbarrels) seme eee ee 43 827 44 87. 
Sulphur (thousand#longrtons)=.c eee eee 2 949 2 OF 
Coal (million: ShOrtstOms) sees eee ee 1 979 1 84) 
Production Natural Gas Sales j 
(after royalty) (thousand. cubic feetiperiday) eee sen ere eee 281 351 289 85! 
Crude Oil & Natural Gas Liquids 
Production (barrels: per day) =e a eee 35 632 36 48 
Synthetic: Oil: (barrelsiper/day)i a eee ee 2 875 1 23) 
Empress Plant Natural Gas Liquids | 
Sales*(Darrels*per'day) sana ee ey a oe earn ee 15 175 16 46. 
SulphurSalesvlong:tons per day)\ecsa 1 neem eee eee 436 28 
Acreage Gross '(thousandsacres)ims eke. ee ee 25 261 23 11) 
INef-(thousandacres) = mos caus ei a ten ee er 11 935 11 59 
Shares & Numberrot-shares*@utstandingie:.5-5s eee eee 31224979 3122497) 
Dividends Number oh Shareholders 4s .5) 5-0 eee ea ee 4 581 476 
Dividends ats eset eerie ees Ae cee gen Sead ein a 99 909 54 63| 
PerrShares teh i ee ee ke ene ne 3.20 1.7] 
Market Price Per Share —— Flight 10.5 ewe, ee ea 98 67%) 
con | OU cit) eon a ae ee 60% 384) 


Valuation Day (December 22, 1971) Share Price $151/4 
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1978 1977 1976 1975 1974 1973 1972 LOL 
(Restated) 

eae 162 301 346 206 941 159 590 PSOFa7 Z 75 374 a7 271 39 432 
239 1/97 186 096 134 440 99 756 74557 49 872 34 965 30 598 
7.49 5.96 4.31 5:20 (ay) 1.60 eZ 1.00 
155 883 126 546 85 033 68 663 46 243 21-300 12 544 WARE: 
4.99 4.05 Ze 2.20 1.48 0.68 0.40 0.39 
72 393 57 816 Loe). (9 625) 11 748 10 900 29 896 (1 794) 
804 114 504 765 428 327 342 957 278 626 249 356 203 112 186 766 
33619 61955 29 328 25.996 23 696 LEZae 9 058 6 863 
271 855 119 632 130 447 81 429 89 946 93 468 71979 32 706 
181 144 144 174 LS 723 LOM S02 69317 Soo 71 086 62 689 
131 878 74 645 57-052 30 980 30 285 22 934 22 7156 19 349 
16 200 18 941 14 923 13 622 9675 4 385 1985 29 
28 657 16 444 45 081 38 510 97356 4 695 5 597 aewhe’ 

163 046 — — — — == = = 
536 3 014 2 876 3 155 1 764 17/05 Hest or3 
2 683 2 448 2 366 2 384 2 298 2229 M627, 1627 
146 336 152963 165 851 185 945 194 493 206 755 215 947 ZAS ZS 

57 000 — a a teal ~ = ae 
2.990 3 436 3 773 4756 4 076 3 573 3 871 3 960 

1 748 1 490 860 485 — — — — 
Zio Sol Zi 3036 LoWwoot 2231023 226 285 210 210 199 522 179 320 
32 700 33 834 30395 33 546 Sears} 43 521 33995 28 530 

14 281 125163 9 980 9 363 11 979 7 065 — — 
246 230 143 139 218 219 154 192 
23 149 28 905 301256 S1°7938 39 686 45 671 20 037 18 697 
11 566 13°362 bS059 ieyspil 16 426 19 705 14 798 14 930 
31 219 534 Ole 10 5042190584) 31-2719 534. 31219 534 --31.214.990 31205985 31197972 
119 51505 5905 Fala 7 492 7 840 7 881 8 010 
35 583 29 653 27 784 26 847 197355 122795 9 982 9 560 
ad 0.95 0.89 0.86 0.62 0.41 O;3Z 0.31 
38% 36 25% 17% 14 18% 1738 We; 
30% 23% 15% 7% 7¥% 11% 13 12 
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